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INDEPENDENT AUDITOR'S REPORT

Township Board
Township of Hadley
4293 Pratt Road

PO Box 227

Hadley, Michigan 48440

We have audited the accompanying financial statements of the governmental activities, and the aggregate remaining
fund information of Hadley Township (the “Township”), Lapeer, Michigan, as of and for the year ended June 30, 2004, which
collectively comprise the Township's basic financial statements as listed in the Table of Contents. These financial statements
are the responsibility of the Township's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States and the
Bulletin for Audits of Local Units of Government in Michigan. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

in our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial position of the Township of Hadley at June 30, 2004 and the results of its operations for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in the notes, the Township has implemented a new financial reporting model, as required by the provisions
of GASB Statement No. 34, Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local
Governments, as of June 30, 2004.

Management’s Discussion and Analysis and the budgetary comparison information are not a required part of the basic
financial statements, but are supplementary information required by the accounting principles generally accepted in the United
States of America. We applied limited procedures, consisting principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Hadley Township’s basic financial statements. The accompanying other supplemental information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material

respects in relation to the basic financial statements taken as a whole.
Z%a,%/ v e 40/4W

Robson and McCallum
February 25, 2005




TOWNSHIP OF HADLEY
LAPEER COUNTY
LAPEER, MICHIGAN

MANAGEMENT’S DISCUSSION AND ANALYSIS

As the Township Board of the Hadley Township, we offer readers of the Township's financial statements this narrative overview
and analysis of the Township's financial activities of Hadley Township for the fiscal year ended June 30, 2004.

Financial Highlights
The assets of Hadley Township exceeded its liabilities at the close of the most recent fiscal year by $2,603,525, of this amount,
$667,244 may be used to meet the Township’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, the Township's governmental funds reported combined ending fund balances of
$975,345 a decrease of $4,030 in comparison with the prior year. Approximately, of the total amount, $667,244 is available
for future capital improvement funds.

Atthe end of the current fiscal year, unreserved fund batance for the General Fund was $440,340, or 79.5% of total general
fund expenditures. Unreserved fund balance for the Fire Fund was $116,993, or 7.2% of total Fire Fund expenditures.
Unreserved fund balance for the First Responders Fund was $109,911 or 122% of total First Responders Fund expenditures.

The Township's total debt decreased by $201,650 during the current fiscal year. The key factor in this decrease is note
principle reduction of $90,000 and the balance due for the Township office building.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Township’s basic financial statements. The
Township’s basic financial statements comprise three components: (1) government wide financial statements, (2) fund financial
statements, and (3) notes to the financial statements.

Government-wide Financial Statements. The government-wide financial statements are designed to provide readers with
a broad overview of the Township's finances, in a similar to a private-sector business.

The Statement of Net Assets presents information on all of the Township's assets and liabilities, with the difference between
the two reported as net assets. Over time, increases or decreases in net assets may serve as useful indicators of whether the
financial position of the Township is improving or deteriorating.

The Statement of Activities presents information showing how the Township’s net assets changed during the year. All
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardiess of the timing
of related cash flows. Thus revenues and expenses are reported in this statement for some items that will only resultin cash
flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the Township that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all of a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of the Township
include general government, public safety, road projects, health, and culture/recreation.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Township, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Township
can be divided into two categories: governmental funds and fiduciary funds:

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.



Management’s Discussion and Analysis
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financial decisions. Both the governmental fund balance sheet and governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

Hadley Township maintains three (3) individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the
General Fund, Fire Fund and First Responders Fund which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements elsewhere in this report.

The Township adopts an annual appropriations budget for its general fund and special revenue funds. A budgetary
comparison statement has been provided for the general fund and other major funds to demonstrate compliance with this
budget.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those funds are not
available to support the Township's own programs.

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial statements can be found on
pages 8 through 13 of this report.

Government-Wide Financial Analysis

Governmental
Assets Activities
Current and Other Assets $1,134,812
Capital Assets 2243775
Total Assets $3,378,587
Liabilities
Long-Term Liabilities $ 630,000
Other Liabilities 153,432
Total Liabilities $ 783432
Net Assets
Invested in Capital Assets Net of Related Debt $1,523,775
Designated for Capital Assets 167,505
Restricted for Health and Public Safety 245,001
Unrestricted/Undesignated 658,874
Total Net Assets $2,595,155

At the end of the current fiscal year, the Township is able to report positive balances in all categories of net assets, both for
the government as a whole, as well as for its separate governmental activities. The same situation held true for the prior fiscal
year. Since GASB 34 was adopted for the year ended June 30, 2004, prior year comparisons are not available.
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Capital Asset and Debt Administration

Capital Assets. The Township’s investment in capital assets for its governmental and business type activities as of June 30,
2004, amounts to $2,243,775 (net of accumulated depreciation). As noted earlier, net assets may serve over time as a useful
indicator of the government’s financial position. In the case of Hadley Township, assets exceeded liabilities by $2,603,525 at
the close of the most recent fiscal year. The most significant portion of the Township’s net assets (58.5%) reflects its
investment in capital assets (e.g., land, buildings, machinery, and equipment), less any related debt used to acquire those
assets that is still outstanding. The Township used these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the Township’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabiliies. The total increase in the Township’s investment in capital assets
for the current fiscal year was $116,105, a 100% increase for governmental activities.

Major capital assets events during the current fiscal year included the following: a rescue truck, office equipment and major
improvements on the old mili.

Long-term debt. Atthe end of the current fiscal year, the Township had total unsecured debt outstanding of $775,062. Of
this amount, 100% comprises debt backed by the full faith and credit of the government. Additional information on the
Township's long-term debt can be found in the notes on page 13.

Economic Factors and Next Year's Budget and Rates

State-shared revenues are expected to remain about the same in the 2004-2005 fiscal year unless unemployment increases.
The Township's millage rate was again reduced by the Headlee Amendment roltback. These factors were considered in
preparing the Township’s budget for the 2004-2005 fiscal year. The Township has presented a balanced budget in the 2004-
2005 fiscal year budget.

Requests for Information

This financial report is designed to provide a general overview of Hadley Township's finances for all those with an interest in
the township’s finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Supervisor of Hadley Township at 4293 Pratt Road, PO Box 227, Hadley, Ml 48440.



' STATEMENT OF NET ASSETS
- HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
' June 30, 2004

-
ASSETS
Current Assets:
- Cash and Cash Equivalents
Receivables
Other Governments
- Taxes
Assessments
Internal Balances
Township Officials
-
Total Current Assets
- Capital Assets:
. Land
' Buildings and Improvements
Equipment
- Vehicles
Total Capital Assets
Less: Accumulated Depreciation
- Net Capital Assets
Total Assets
L
LIABILITIES
Accounts Payable
- Accrued Payroll

Deposits

Due to Others

Current Portion of Long-Term Debt
- Non-Current Liabilities

National City Note

Total Liabilities

]

NET ASSETS
-_

NET ASSETS - DETAIL
- Invested in Capital Assets - net of debt

Designated for Capital Assets

Restricted for Health and Public Safety
- Unrestricted/Undesignated

Total Net Assets

-
-
L]

See Auditor's Report and Notes to the Financial Statements.
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$ 274,007
1,663,564
396,377
489.073

$ 2,823,021

(579.246)

$ 36,620
10,189
12,004

4,529
90,000

630,000

$ 1,001,941
104,405
20,085
5,733

101

2.547

$ 1,134,812

2.243.775

$ 3,378,587

(783,432)
$2595.155

$1,523,775
167,505
245,001
658,874

2,595,155



BALANCE SHEET
- TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
' Year Ended June 30, 2004

-
GENERAL FIRE FIRST
EUND FUND RESPONDERS TOTAL
: ASSETS
Cash and Cash Equivalents $ 592,787 $ 300,623 $ 108,531 $ 1,001,941
- Assessments Receivable 5,733 5,733
Taxes Receivable 14,004 3,927 2,154 20,085
Due from Township Officials 2,547 2,547
- Due from Other Funds 112 10 122
Total Assets $ 615183 $ 304550 $ 110695 $1,030,428
-
" LIABILITIES
Accounts Payable $ 33893 $ 1943 % 784 $ 36,620
- Accrued Wages 10,189 10,189
" Deposits 12,094 12,094
Due to Other Funds 10 11 21
Due to Others 4,529 4,529
-
" Total Liabilities $ 60,715 $ 1954 § 784 $ 63,453
- FUND EQUITY
Designated $ -0- $ 167505 § -0- $ 167,505
Undesignated 554,468 135,091 109,911 799,470
- Total Fund Equity $ 554468 $ 302596 $_109.911 $ 966,975
Total Liabilities and Fund Equity $ 615183 $ 304550 $ 110,695  $ 1,030,428
-
E ]
[ ]
-
—
[ ]
-
[
See Auditor's Report and Notes to the Financial Statements.
2
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RECONCILIATION OF THE BALANCE SHEET
- TO THE STATEMENT OF NET ASSETS
TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
JUNE 30, 2004

-
Fund Balances - Total Governmental Funds $ 966,975
- Amounts reported for governmental activities in Statement of
Net Assets are different because:
Capital assets used in governmental activities are not financial resources
- and therefore; are not reported in the governmentai funds
Governmental Capital Assets $ 2,823,021
- Less: Accumulated Depreciation (579.246) 2,243,775
Receivables recognized using the full accrual method of accounting that are
- not considered current financial resources for Governmental Fund Accounting 104,405
Long-term liabilities are not due and payable in the current year and therefore
are not reported in the governmental funds (720,000)
-
Net Assets of Governmental Activities $ 2,595,155
-
L ]
]
[
-
”=
[ ]
-
[ ]
[ ]
-
See Auditor's Report and Notes to the Financial Statements.
- -3-
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STATEMENT OF ACTIVITIES
- TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
Year Ended June 30, 2004

- FUNCTIONS/PROGRAMS
| GENERAL PUBLIC PUBLIC PUBLIC
GOVERNMENT SAFETY WORKS HEALTH TOTAL
- EXPENSES
Salaries and Benefits $ 137,757 $ 60,930 $ -0- $ 31,656 $ 230,343
Professional Services 59,022 14,249 73,271
- Material and Supplies 11,959 5,025 6,978 23,962
Communications 18,799 2,912 21,711
Repairs and Maintenance 28,664 7,959 11,384 48,007
- Utilities 10,762 4573 3,384 18,719
Other Program Expenses 35,649 30,357 2,878 68,884
Contributions to County 24,788 40,390 65,178
Interest 29,710 29,710
- Depreciation 48,521 46,796 6.243 101,560
Total Expenses $ 380843 $ 197,589 $ 43,774 $ 59,139 $ 681,345
- PROGRAM REVENUES 45628 2625 -0- -0- 48 253
Net Program Expenses $(335215) $(194.964) §$ (43,774) $ _ (59.139) $ (633,092)
-
‘ GENERAL REVENUES
Property Taxes 387,997
- State Shared Revenue 317,469
: Interest Earnings 9214
Other General Revenues 5,489
- CHANGE IN NET ASSETS $ 87,077
NET ASSETS - July 1, 2003 2.508.078
- NET ASSETS - June 30, 2004 $ 2595155
—
E
-
-
-
"
—
See Auditor's Report and Notes to the Financial Statements.
-4-
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
- TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
‘ Year Ended June 30, 2004

FIRST TOTAL
- GENERAL FIRE RESPONDER (Memorandum Only)
FUND EFUND EUND 2004 2003
REVENUES
= Property Taxes $ 164,468 $ 144,072 $ 79,457 $ 387,997 $ 378,395
State Shared Revenue 322,537 322,537 339,828
Fees and Licenses 7,248 7,248 6,919
- Charges for Services 17,505 25 17,530 8,786
Rent 20,875 20,875 12,925
Interest 4517 3,147 1,550 9,214 19,195
- Other 3,425 753 11 4189 7,652
; Sale of Fixed Assets 2,600 2,600 -0-
Private Donations 1.300 1,300 -0-
- Total Revenues $ 541875 $ 150,597 $ 81.018 $ 773,490 $ 773700
EXPENDITURES
= Legislative $ 9541 § 0 $ 0- $§ 9541 $ 9400
General Government:
Supervisor 24,766 24,766 24,400
- Elections 270 270 4,104
' Clerk 26,593 26,593 26,200
Treasurer 24,646 24,646 24,300
- Township Hall 18,504 18,504 16,666
: Cemetery 10,000 10,000 10,400
Assessor 30,624 30,624 27,425
Board of Review 2,189 2,189 1,597
- Other General Government 147,317 147,317 70,095
Public Safety 53,523 94,542 42,896 190,961 155,440
Public Works 43,774 43,774 150,289
- Parks and Recreation 4,591 4,591 6,982
: Library 5311 5,311 5125
Insurance 10,988 10,988 21,903
Capital Outlay 29,885 39,577 46,643 116,105 1,380,785
- Debt Service
Principle 90,000 90,000 90,000
Interest 29.710 29.710 26,082
- Total Expenditures $ 562232 $ 134,119 $ 89.539 $ 785,890 $ 2051193
Revenues Over (Under) Expenditures $ (20,357) $ 16478 $ (8,521) $ (12,400) $ (1,277,493)
- OTHER SOURCES AND (USES)
Transfers In (Out) (28,912) 28,912 -0- -0- -0-
o Loan Proceeds -0- 900.000
Revenues and Other Sources Over
(Under) Expenditures and Other (Uses) $ (49,269) $ 45,390 $ (8,521) $ (12,400) $ (377,493)
[ ]
FUND BALANCE - July 1 603.737 257,206 118432 979.375 1.356.868
FUND BALANCE - June 30 $ 554468 $ 302.596 $109.911 $ 966,975 $ 979375
- 2 998,300 9 wYe,9IT90 2 vev] » _vOD.IY 2 JIig.9lD
[
See Auditor's Report and Notes to the Financial Statements.
5.
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
- CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
Year ended June 30, 2004

-
- Net change in fund balance -
) Total Governmental Funds $ (12,400)
Amounts reported for Governmental Activities
- in the Statement of Net Assets are different
because:
- Difference in revenue using the full accrual
method of accounting that is not required
for governmental fund accounting. (5,068)
- Governmental Funds report capital outlays as
expenditures. In the Statement of Activities, the
cost of those assets is allocated over their
- estimated useful lives as depreciation expense.
This is the amount by which capital outlay exceeded
depreciation in the current period. 14,545
- Governmental Funds report the repayment of debt
as an expenditure. The repayment of debt reduces
the liability on the Statement of Net Assets. 90,000
[ ]
Change in Net Assets of Governmental Activities $ 87077
-
-
-
[ ]
[ ]
[ ]
F ]
[ ]
[ ]
See Auditor's Report and Notes to the Financial Statements.
-6-
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STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
- CURRENT TAX COLLECTION FUND
TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
Year Ended June 30, 2004

ASSETS

Cash

li
o
o O

Total Assets 10

LIABILITIES

Due to Other Funds

1
[ji
o
o

Total Liabilities 10

o

See Auditor's Report and Notes to the Financial Statements.
- -7-
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NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004

The Township of Hadley is a general law Township operating under Article 7, Section 17 of the Michigan Constitution
of 1963 and under the revised statutes of 1846, as amended. Hadley Township is governed by a Board consisting of the
Supervisor, Clerk, Treasurer and two Trustees. The Township provides its residents with public safety (police, fire, inspections,
and planning and zoning), highways and streets, public improvements, parks and recreation and general administrative
services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting and reporting policies of Hadley Township (the “Township”), conform to accounting principles generally
accepted in the United States of America applicable to state and local governments. The more significant accounting policies
of the Township are described below.

IMPLEM‘ENTATION OF NEW ACCOUNTING PRINCIPLES
In the fiscal year 2004, the Township adopted two new statements of financial accounting standards issued by the
Governmental Accounting Standards Board (GASB):

Statement No. 34 - Basic Financial Statements - and Management's Discussion and analysis - for State and
Local Governments.

Statement No. 37 - Basic Financial Statements - and Management's Discussion and Analysis - for State and
Local Governments: Omnibus.

Statement No. 34 - (as amended by Statement No. 37) represents a very significant change in the financial
reporting model used by state and local governments.

Statement No. 34 requires government-wide financial statements to be prepared using the accrual basis of accounting
and the economic resources measurement focus. Government-wide financial statements do not provide information by fund
or account group, but distinguish between the Township’s governmental activities, business-type activities, and activities of its
discretely presented component units on the statement of net assets and statement of activities. Significantly, the Township's
statement of net assets includes both non-current assets and non-current liabilities of the Township, which were previously
recorded in the General Fixed Assets Account Group and the General Long-Term Debt Account Group.

Statement No. 34 also requires certain required supplementary information in the form of Management’s Discussion
and Analysis, which includes an analytical overview of the Township’s financial activities. In addition, a budgetary comparison
statement is presented that compares the adopted and modified General Fund budget with actual results.

Statement No. 37 amends GASB Statements No. 21 and No. 34. The amendments to Statement 21 are necessary,
because of the changes to the fiduciary fund structure required by Statement 34. Generally, escheat property that was
reported in an expendable trust fund in the previous model should be reported in a private purpose trust fund under Statement
34. Additionally, the amendments either, (1) clarify certain provisions that, in retrospect, may not be sufficiently clear for
consistent applications, or (2) modify other provisions that the GASB Board believes may have unintended consequences in
some circumstances. This statement became effective for the Township in fiscal year 2004.

The above statements did not affect the Fund Balance of the Township.

SCOPE OF REPORTING ENTITY:

In accordance with the provisions of the Governmental Accounting Standards Board Statement #14, "Defining the
Governmental Report Entity", the financial statements of the Township of Hadley contain all the Township's executive or
legislative branches. Control by or dependence on the Township was determined on the basis of appointment of governing
authority, budget adoption, taxing authority, outstanding debt secured by revenues or general obligations of the Township,
obligations of the Township to finance any deficits that may occur, receipt of significant subsidies from the Township, disposition
of surplus funds, and the scope of public service.




NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements (the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the Township. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent
on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program revenues include:
(1) charges to customers or applicants whose purchase, use or directly benefit from goods, services, or privileges provided
by a given program; (2) operating grants and contributions; and (3) capital grants and contributions, including special
assessments that are restricted to meeting the operational or capital requirements of a particular program. Taxes and other
items not properly included among program revenues are reported instead as general revenues.

FUND FINANCIAL STATEMENTS:

The Township segregates transactions related to certain functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. The accounts of the government are organized on the basis of funds and
account groups. A fund is an independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds are maintained consistent with legal and
managerial requirements. Account groups are a reporting device to account for certain assets and liabilities of the
governmental funds not recorded directly in those funds.

The financial activities of the Township are recorded in separate funds, categorized as follows:
GOVERNMENTAL FUNDS:

General Fund - The General Fund is the general operating fund of the Township. ltis used to account for
all financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments for major capital projects) that are legally restricted to expenditures
for specified purposes.

Fiduciary Funds - Fiduciary Funds include expendable trust and nonexpendable trust and agency funds. The
measurement focus of the expendable trust fund is the same as for governmental funds. The measurement
focus of the nonexpendable trust is based upon determination of net income, financial position and changes
in financial position. The generally accepted accounting principles applicable to nonexpendable trust and
agency funds are those similar to businesses in the private sector.

Agency funds are purely custodial (assets equal liabilities) and thus, do not involve measurement of results
of operations and are used to account for assets held by the Township as an agent for individuals, private
organizations, other governments and/or other funds.

MEASUREMENT FOCUS\BASIS OF ACCOUNTING:

Measurement Focus refers to what is being measured, basis of accounting refers to when revenues and expenditures
are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurement made, regardless of the measurement focus applied.

The government-wide statements are reported using the economic resources measurement focus and the accrual
basis of accounting. The economic resources measurement focus means all assets and liabilities (whether current or non-
current) are included on the statement of net assets and the operating statements present increases (revenues) and decreases
(expenses) in net total assets under the accrual basis of accounting, revenues are recognized when earned. Expenses are
recognized at the time liability is incurred.



NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Governmental fund financial statements are reported using the current financial resources measurement focus and
are accounted for using the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues
are recognized when susceptible to accrual; i.e., when they become both measurable and available. Measurable means the
amount of the transaction can be determined and available means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period.

The revenues susceptible to accrual are property taxes, franchise fees, licenses, charges for services, interestincome,
and intergovernmental revenues. Sales taxes collected and held by the State at year-end on behalf of the Township are also
recognized as revenue. All other Governmental Fund Type revenues are recognized when received.

Enterprise funds distinguish operating revenue and expense from non-operating items. Operating revenue and
expenses generally result from providing services in connection with an enterprise fund’s principal ongoing operations. The
principal operating revenue of our Enterprise Fund relates to charges to customers for sales and services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenue and expenses not meeting this definition are reported as non-operating revenue and expenses.

CASH AND INVESTMENTS:

Deposits are carried at cost. Deposits are in one financial institution in the Township’'s name. Michigan Compiled
Laws, Section 129.91, authorizes the Local Unit to deposit and invest in the accounts of Federally insured banks, credit unions,
and savings and loan associations. Investments can also be made in bonds, securities and other obligations of the United
States, or an agency or instrumentality of the United States, which are guaranteed as to principal and interest by the United
States, including securities issued by the Government National Mortgage Association; United States government or Federal
agency obligation repurchase agreements, bankers’ acceptance of United States banks; commercial paper rated within the
three highest classifications by not less than two standard rating services which mature not more than 270 days after the date
of purchase and which involve no more than 50 percent of any one fund; and mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan. Michigan law prohibits security in the form of
collateral, surety bonds, or other forms for the deposit of public money.

PROPERTY TAXES:

Property taxes are levied each December 1st on the state equalized value of property located in the Township as of
the preceding December . Taxable values are based on assessed values which are established annually and equalized by
the State at an estimated 50% of current market value.

The 2003 State taxable valuation of the Township totaled $177,857,491; ad valorem taxes levied consisted of .9242
mills for operating purposes, .8096 mills for fire protection, and .4465 for first responders.

The Township bills and collects Township property taxes and also taxes for the county and school districts within its
boundaries. Collections and remittances of the county and school taxes are accounted for in the Current Tax Collection Fund.
Township property tax revenues are recognized as revenues in the fiscal year levied.

Property taxes levied on December 1st are payable without penalty through February 14th. As of March 1st, unpaid
taxes attach as an enforceable lien on the property. Delinquent taxes are purchased by the County of Lapeer.

ACCOUNTS RECEIVABLE:
No allowance for uncollected accounts has been set up for the assessments receivables. The assessments are an
enforceable lien on the property.

PROPERTY AND EQUIPMENT:
All fixed assets are valued at historical cost or estimated historical costs if actual figures are not available. Donated
fixed assets are valued at their estimated fair market value on the date donated.
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NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

CAPITAL ASSETS:

Capital assets which include property, plant and equipment, are reported in the government-wide financial statements.
All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not available. Donated
Assets are valued at their fair market value on the date donated. Repairs and maintenance are recorded as expenses.
Renewals and betterments are capitalized.

Depreciation has been calculated on each class of depreciable property using the straight-line method. Estimated
useful lives are as follows:

Governmental

Buildings and Improvements 5-50 Years
Equipment 5-20 Years
Vehicles 5-20 Years

NET ASSETS:

Net Assets represent the difference between assets and liabilities. Net Assets invested in capital assets consist of
capital assets, net of accumulated depreciation. Net assets are reported as restricted when there are limitations imposed on
their use either through the enabling legistation adopted by the Township or through external restrictions imposed by creditors,
grantors, or laws or regulations of governments.

USE OF ESTIMATES:

The preparation of basic financial statements in conformance with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results may differ from those estimates.

BUDGETARY AND LEGAL COMPLIANCE:

BUDGETARY DATA:
The following procedures were completed in establishing the budgetary data reflected in the financial statements:

The modified accrual based budget was legally enacted on a departmental (activity) basis through the
passage of a resolution for the general fund, by total for the fire fund and the first responder fund.

The budget was used by the Township Board as a management tool during the year for all budgetary funds.
Any revisions that altered the total expenditures of any department were approved by the Township Board.

Budget appropriations lapse at year end, except for approved contracts and certain federal grants which are
appropriated on a contract (grant) or entittement length basis.

The original budget was amended during the year in compliance with applicable State laws. The budgetto
actual expenditures in the financial statements represent the final budget as amended by the Township Board.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

P.A. 621 of 1978, Section 18 (1), as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated.

In the body of the financial statements, the Township's actual expenditures and budgeted expenditures for the
budgetary funds have been shown on a departmental (activity) basis. The approved budgets of the Township for these
budgetary funds were adopted by the total appropriation for the year.
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NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004

DETAILED NOTES ON FUNDS AND ACCOUNT GROUPS: (Continued)

DETAILED NUIEY VN PN D AN A e

Operating budgets were overexpended as follows:

BUDGET ACTUAL VARIANCE
General Fund
Elections $(3,433) $ 270 $ (3,703)
Township Hall 16,027 18,504 (2,477)

CASH AND INVESTMENTS:

The Township's deposits are in accordance with statutory authority. At June 30, 2004, the balance sheet carrying
amount of cash deposits was $1,001,941. The bank balance as of June 30, 2004 was $1,012,503 of which $100,000 was
covered by FDIC insurance. Cash deposits are classified in risk category number three.

The combined balance sheet carrying amount of cash, cash equivalents, and investments consists of the following:

CASH
AND CASH

EQUIVALENTS
Bank Deposits (Checking,

Savings and Time Certificate) $ 610,986
Mutual Fund (Government) 390,955
Total Reported On Balance Sheet $1.001.941

In accordance with GASB Statement 3, investments are classified into three categories of credit risk as follows:

Category 1: Insured or collateralized with securities held by the Local Unit or its
agent in the Local Unit's name.

Category 2: Collateralized with securities held by the pledging financial institution’s
trust department or agent in the Local Unit's name.

Category 3: Uncollateralized (includes any bank balance thatis collateralized with
securities held by the pledging financial institution, or by its trust
department or agent, but not in the Local Unit's name).

For the fiscal year ended June 30, 2004, the Township invested $390,955 in governmental obligation money market
funds. Since the mutual fund does not involve a transferrable financial instrument, it is not categorized into risk categories.

COMMON CHECKING ACCOUNT:
The cash balances reported in each fund as of June 30, 2004 are as follows:

FUND CHECKING
General Fund $ 201,679
Fire Fund 197,360
First Responders 82444

Total $ 481483

DUE FROM TOWNSHIP OFEFICIALS
The Township provides a group health insurance plan for employees who elect to participate but does not cover
any of the costs. The Township pays the premium and the employees reimburse the Township the following month.
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NOTES TO THE FINANCIAL STATEMENTS
HADLEY TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2004

DETAILED NOTES ON FUNDS AND ACCOUNT GROUPS: (Continued)
PENSION PLAN:

The Township has adopted the Manufacturer’s Life Insurance Company'’s prototype defined contribution plan. Initially
effective, June 1, 1969, the plan is 100% funded by the Township. The plan is available to all elected officials and hourly
employees who work more than 20 hours per week. Employer contributions are 20% of compensation, plus plan costs. In
addition, each employee can elect to make voluntary after-tax contributions of 1% to 5% of compensation.

During the year, the Township's requiréd and actual contributions were $13,958 which was 20% of its current-year
covered payroll. No pension provision changes occurred during the year that affected the required contributions to be made
by the Township or its employees. .

RISK FINANCING:

The Township is exposed to various risks of loss related to theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and automobile accidents. To cover these risks, the Township participates in the Michigan
Municipal Liability and Property Pool. The Township pays an annual premium for this coverage.

The Michigan Municipal Liability and Property Pool has effectively retained all risk. The Township has maintained the
same level of coverage as compared to the prior year. No instances of settlements exceeding insurance coverage for the past
three years have been noted.

GROUND LFASE AGREEMENT:

On November 1, 1995, the Township entered into a five year, $600 per month, ground lease agreement with
Ameritech. Providing Ameritech is not in default, they have the option to extend the term of the lease for four additional five
year periods at the following rates:

Years 1through 5 $ 600 $ 7,200

Years 6 through 10 800 9,600

Years 11 through 15 900 10,800

Years 16 through 20 1,000 12,000

GENERAL LONG-TERM DEBT: BALANCE
6/30/04

Unsecured note dated 06/01/2002 in the

amount of $900,000 to finance the Township

Hall, principle payments of $90,000 plus interest

at 3.61% are due on June 1st of each year $ 720,000

The annual principle and interest requirements through maturity as of June 30, 2004 are as follows:

06/01/2005 116,353.00
06/01/2006 113,058.88
06/01/2007 109,764.75
06/01/2008 106,515.75
06/01/2009 103,176.50
06/01/2010 99,882.38
06/01/2011 96,588.25
06/01/2012 93,303.15

Total $838,642.66




COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
- IN FUND BALANCE BUDGET AND ACTUAL - GENERAL FUND
TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
Year Ended June 30, 2004

VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES
Property Taxes $ 165,000 $ 165,000 $ 164,468 $ (532)
State Shared Revenue 335,000 335,000 322,537 (12,463)
Fees and Licenses 7,248 7,248
Charges for Services 10,000 10,000 17,505 7,505
Rent 20,200 20,200 20,875 675
Interest 2,000 2,000 4,517 2,517
Other 6,500 6,500 3,425 (3,075)
Private Donations 1,300 1.300
Total Revenues $ 538,700 $ 538700 $ 541875 3 3175
EXPENDITURES
Legislative $ 9,541 $ 9541 $ 9,541 $ -0-
General Government:
Supervisor 24766 24,766 24,766 -0-
Elections (3,433) 270 (3,703)
Clerk 26,593 26,593 26,593 -0-
Treasurer 24,646 24 646 24,646 -0-
Township Hall 22,000 16,027 18,504 (2,477)
Cemetery 10,000 10,000 10,000 -0-
Assessor 33,000 33,000 30,624 2,376
Board of Review 2,500 2,500 2,189 311
Other General Government;
Township Office 147,317
Capital Outlay 29,885
Debt Service:
Principle 90,000
Interest 29.710
Total Other General Government 391.000 394 336 296 912 97.424
Public Safety 32,000 54,508 53,523 985
Public Works 105,500 96,365 43774 52,591
Parks and Recreation 5,000 8,197 4,591 3,606
Library 6,000 6,500 5,311 1,189
Insurance 13.250 13.250 10,988 2,262
Total Expenditures $ 705,796 $ 716796 $ 562,232 $ 154,564
]
Revenues Over (Under) Expenditures $(167,096) $(178,096) $ (20,357) $ (157,739)
- OTHER SOQURCES AND (USES)
Transfers In (Out) -0- (28.912) (28.912) -0-
- Revenues and Other Sources Over
(Under) Expenditures and Other (Uses) $(167,096) $(207,008) $ (49,269) $ (157,739)
- FUND BALANCE - July 1, 2003 603.737 603.737 603.737 -0-
FUND BALANCE - June 30, 2004 $ 436.641 $ 396729 $ 554468 $ (157.739)
-
See Auditor's Report and Notes to the Financial Statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
e FUND BALANCE - BUDGET AND ACTUAL - FIRE FUND
: TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
Year Ended June 30, 2004

.-
- VARIANCE
’ ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
- REVENUES
Property Taxes $ 141,000 $ 141,000 $ 144,072 $ 3,072
- Charges for Services 25 25
’ Interest 3,147 3,147
Sale of Fixed Assets 2,600 2,600
Other 753 753
[ ]
Total Revenues $ 141000 $ 141000 $ 150597 $ 9,597
-
‘ EXPENDITURES
Salaries and Wages $ 0- -0- $ 45444 § -0-
- Office Supplies 426
Operating Supplies 4,599
Memberships and Dues 777
- Telephone 2,912
Printing and Publishing 199
Insurance 17,564
Public Utilities 4,573
- Repairs and Maintenance 7,952
Miscellaneous 5,855
Education Training 4,241
- Capital Outlay 39,577
Fire Prevention -0-
Total Expenditures $ 142620 $ 142620 $ 134119 $  8.501
[__J
Revenues Over (Under) Expenditures $ (16200 $ (16200 $ 16478 §$ 18,098
- OTHER SOURCES
: -0- 28,912 28912 § -0-
Transfers In
- Revenues and Other Sources Over (Under)
Expenditures and Other Uses $ (16200 $ 27292 $ 45390 $ 18,098
o FUND BALANCE - July 1, 2003 257,206 257,206 257,206 -0-
FUND BALANCE - June 30, 2004 $ 255586 $ 284498 $ 302596 $ 18,098
-
-
[ ]
See Auditor's Report and Notes to the Financial Statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

AP Tl S N et N E A O e e e e e e e e e e e

FUND BALANCE - BUDGET AND ACTUAL - FIRST RESPONDERS

TOWNSHIP OF HADLEY - LAPEER COUNTY, MICHIGAN
Year Ended June 30, 2004

VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)

REVENUES

Property Taxes $ 79,000 $ 79,000 $ 79,457 $ 457

Interest 1,550 1,550

Other 11 11

Total Revenues $ 79.000 $ 79,000 $ 81,018 $ 2018

EXPENDITURES

Wages $ -0- $ -0- $ 31,656 $ -0-

Office Supplies 242

Supplies 6,736

Uniforms ' 421

Insurance 1,384

Education and Training 1,961

Miscellaneous 496

Capital Outlay 46.643

Total Expenditures . $ 66.190 $ 94277 $ 89,539 $ 4738

Revenues Over (Under) Expenditures 12,810 $ (15,277) $ (8521) §$ 6756

FUND BALANCE - July 1, 2003 118,432 118.432 118,432
FUND BALANCE - June 30, 2004 $131.242 $ 103,155 $ 109,911

See Auditor's Report and Notes to the Financial Statements.
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ROBSON AND McCALLUM 624 W. Nepefgggen&mth i.gggitisl 06

Certified Public Accountants (810) 664-2961 + FAX: (810) 664-9511

Carole A. Robson, CPA « Scott A. McCallum, CPA - Members AICPA and MACPA

Hadley Township Board
PO Box 227
Hadley, Michigan 48440

Dear Board Members:

We have audited the basic financial statements for Hadley Township (the “Township”), for the year ended June 30,
2004 and have reported our findings under separate cover. Professional standards require that we communicate
certain matters to you related to our audit. These are provided below:

Qur_responsibility under generally accepted auditing standards - is to plan and perform our audit to obtain
reasonable, but not absolute, assurance that the basic financial statements are free of material misstatement,
whether caused by error or by fraud. The concept of reasonable assurance indicates that we did not test all
transactions; therefore, there is a risk that material errors, fraud, or illegal acts may have occurred that we did not
detect in our audit.

Significant accounting policies - The significant accounting policies adopted by the Township are described in detail
in the notes to the basic financial statements. The following are new or revised accounting changes adopted this
year by the Township is the GASB 34 reporting model. This reporting model made significant changes to the
Townships audited financial statements. The significant changes are as follows:

Management’s Discussion and Analysis: Management is now required to give an overview of the
Township's overall financial position and results of operations

Government-Wide Financial Statements: The statements now adjust the traditional fund
statements into a combined, accrual based, format.

Budget Comparison: The Township's budget to actual financial statements now report the original
adopted budget along with the current budget compared to the actual revenues and expenditures.

Capital Assets and Long-Term Debt: Capital Assets and their related depreciation are now
reported in the corresponding fund as is the related Long-Term Debt.

CURRENT TAX COLLECTION FUND
Receipts should be issued for all monies collected including overpayments and/or duplicate payments. There should
be no unaccounted monies at the end of the collection period.

BUDGET

Per the Uniform Budgeting an Accounting Act (Act 2 of 1968), the Township should have General Fund
appropriations equal to or greater than the total activity expenditures. This can be accomplished through timely
amendments to the original budget.

The budget is adopted on the cash basis. A budget adopted on the modified accrual basis would provide the
Township Board with more meaningful figures. Modified accrual includes revenues expected to be received within
60 days of the year end and the recording of any amounts due to vendors for expenses incurred prior to the year
end.

Thank you for the opportunity to serve as the Township's auditor. We are available to answer questions and

otherwise assist in implementing the foregoing recommendations.
Erko + /e Opllsisr

Robson and McCallum, CPA's
February 25, 2005




